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1. Semggling activities in and around Canton have reached the 
proportions of a major industry. Canton and Hongkong newspapers 
daily carry stories of the smuggling autivities in both ports, 
and mawspaper editorials in Chinese and English language newse 
papers have commented critically on the seeming inability of the Cus~ 
toms services to keep smuggling under control. The situation is 
such thet the Canton newspaper "Kien Kwok Pao" on 26 July 1946. 
quoted an unnamed Chinese maritime Customs official to the effect 
that nearly fifty per cent of the goods coming from Honvkong into 
Canton at the present time are smuggled. The "Canton Daily Sun" 
on 2 July 1946 «carried a Customs statement that while twenty-five 
millions CNC& in duties are cellected dally by the Canton Customs, 
am additional fifty millioa CNC $ duties are lost daily through 

> operations cf smugglers. The same paper on 30 duly 1946 stated 
at the revenue cf the Commocity Tax Bureau has been cut by fifty 
por cent in the past three months because of the influx of smuggled 
foods, On 4 August 1946 the "Kien Kwok Pao" printed an item saying 
that over ong hundred bales of cotton varn were being tiansported 
so Hongkong daily. Sinee the Chinese Government af the beginning 
1946. placed sotton yarn on the list of commodities whose export 
lo prohibited, che inferense nust obviously be that the yarn is 
amugg.led. 


fe 
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2. In addition to the loss cf tax revenue, smuggling has had the 
eifect of Ramperving the resuilding of a number cf local industries 
such as chemicals, cosmetics, papsr and rubber goods, which can- 
not produce at a price and quality to compete with foreign articles 
on which no duty has been paid; in some cases, notably cigarettes and 
match manufactures, ocal industries already established have been 
effectively destroyed, The Canton "Kien Kwok Peo" stated 13 July 
1946 that whereas ninety-nine cigarette factories were operating in 
Canton after the Japanese surrender, the present number is only ten. 
On 13 August 1946 the"Canton Tai Kwong Pao" cited "authoritative 
economic cireles "as saying that local industries are in a critical 
condition because of the foreign goods which have appeared on the 
Harket » 


%» while some items such as cotton yarn and wolYram ore are 
sauggied out of South China, the main flow consists of foreign goods 
coming in, But whether the goods go out or in, the main centers 

ox the tratfic are Hongkong Hongkong is the port where 


CLASSIFICATION CG __.25X1A8a 


7 


Approved For Release 1999/09/08 : CIA-RDP82-00457R000100710002-4 


| CoH Ny 
CENTRAL INVELLIGMCE GROUP ~~ NUL4n eae) 


the foreign goods are discharged from ihe ceeangoing snlp35 Canton 
4g the main distributing center supplying the South China demand. it 
43 reported that there are two tynes of organizations engaged in the 
nmugeling business. 

a, the first of these is the smeli unit composed of from five to 
seven persons Having a total capital of about 50CO Hongkong Dollars 
contributed in equal shares by the varicus partners, “These units deal 
in goods which can be handied ih small cuantivies, such as cigarettes, 
sosmetics and tinned foorstuffs. Lach unit has its own list of eustomers 
and generally specializes in a parcicviar commodity. One route used 
¢s the Canton Kowloon Railway. ‘The wait has close contact with the 
mechanics, Firemen, station empleyess cid the customs inspectors. Goods 
ave placed in gunny sacks, taken iduto the Kowloon station at night through 
she connivance of station emoloyees, and then concealed in the cos. tender 
veady for the trip next morning to canton, At a pre-arranged spo™ on 
“he outskirts of Canton the sacks are cropped from the moving train 
nd arte pieked wo by agents of the siwugglers who take the goods te the 
city by truck ot bus. The railroad employees concerned receive ten 
per cent of the total cost of the goods. The individual shareholders 
in these small units wsualivy are also active workers in the smuggling 
Hvoeess, %: that the total expense of the operation is cut down. It 
ig agtimeted that a total of ten-thousend ssople are engeged in this 
spaffie and that forty ver cent of the passengers travelling on the 
vallway from ilongkong are stugegling. 4% is further astimeted tha. seventy 
ser cant of timsa trevelliny smugeaee: are women. 


Another route by the small scate 
way, im which csse the goous are 
daw Territories pear Ghenecwan and 
which are carried actoss t1¢ Shelich 
NSongkong-Uanton steamsnip ines are 
are taken aboart in smail iots by p 
to Canton. After the goods come ab 
who conceal them in the conl bunker Vhen the vessel reaches Canton, 
she eontrapani is either taken off at night when the Customs inspectors 
have gone from tne dock, ox is leaded into small boats which come along 
she offsuore side of the ship in proud daylight. Jn some cases che 
goods are even thrown oversoard to persons swinmine alongside the ship 
as it docks. (Rourcer Jing Sun Company, Cigarette dealers, Taiping 
Road, Canton. : 


slers is the Canten-towloun ifighe 
by truek to the torders of the 
re divided into small. parce.s 

uw. iiver at one of severa.. Tords3 
so used, in which case the coeds 
je apparently seeing @riends off 
‘| they are handed to crew members 
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be The socond type of organization used by the smugglers is the 
jarge-seale, velle-organized gang. Such gangs have large capitsai, good 
contacts with high government officials, and operate under the protection 
of armed guards, often Chinese Army or ievy personnel. The large gangs 
use two main methods to transport goous betveen Hongkong and Canton. The 
first is the overland method, using cither the railway or the highway. 
The Canton CNRRA offiec has advertised for tenders for the transportation 
of UNRRA goods from Hongkong to Canton. The suceessful bidder then has 
the job of hauling "reiief' goods by truek or rail to Canton and way 
stations, unhaypored by customs inspections. It is estimated that elghty 
yer cent of the flour and tinned goods in Ganton come via this method. 
't 4s assumed that some bend fide raliel supplies also enter in the same 
Way o 


"he second method used by the Large organizations is to ship goods be~ 
tween Honzkone and Ganton by sea. in this case the goods are carried 
in vessels ci’ the Chinese aavy, fiving the Chinese naval flag and oper- 
ated by naval personnel. ‘this is che origin of the phrase thet has 
appeared fraquently in the press, ‘smugglers in uniform". The Chinese 
‘avy in Canton has mine boats engaged in the smuggling tgada, each boat 
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eapable of carrying a cargo of approximately one hundred and thirty 
tons. ‘the boats do not operate on a Tegular schedule, but one leaves 
for Hongkong from Canton on an average of every other day, with a sim- 
ilar frequency at the other end of the trip. The main types of cargo 
earried from Canton to Hongkonz are cotton yarn, Chinese piece goods, 
wood of] and cassia bark. From Hongkong to Canton the main cargoes are 
Lour and tinned foodstuffs. One of the organizations ia Hongkong 
which handles large quantities of goods, destined for Cunton by the way 
of the nayy is the Yuan Cheong Hone (7% 2 4°77 ), located on the eighth 
floer of the Luk Yau Building (2 #6 47 ), Queens Road Central 
Hongkong. This is a large inport/éexpo qd conpany with an established 
reputation which has added a smuggling department since the Japanese 
surrender, and handles not only its own goocs hut alse those of other 
peopie on a commission basis. Similar companies exist in Canton. 

(Sour@e: A Chinese naval Captain who is himself engaged in the trade.) 


4 aA thorough investigation of the profits to be made by smuggiing 
goods into Canton has not been made, but a fairly tynical example 

seems to be that of Nylon stockings. These sell in Hongkong at a re~ 
tall price of approximately HK$20.-which is about CNCS 11,00C at the 
black market exchange rate prior to 19 August 1946. The same stockings 
sell at a retail price of CNCS 20,000 in Ganton, and if the cost of : 
smuggling be assumed as about ten per cent cf the Hongkong purchase 
price (as was stated in the case of the small organizations } the 
nrofit is considerable. 


The profit of smuggling gcods from Canton te Hongkong can be seen in 
eottcn yarn. ‘The Canton papers "lak Chao Pao" and "Kicn Kwok Pao" of 

Li August 1946 published Hongkong and Canton prices of cotton yarn of 
ygorious types. The average price per bale cf 400 lbs. is CHCS200,000 
higher in Hongkong than in Canton; and the Chinese naval infermant 
quoted a fixed smuggling cost o1 CNSHLOG,OOC per bale, which includes 
viek-up and delivery charges. “he cotton sruggling business is so well- 
setablished that it is common practive for Canton meney exehenge. shops 
ho bey eotten and shin it to Hongkong, agreeing to pay cash three days 
artes the purchase, plus three days interest on the purchase price, The 
intezest is CNC) 5000 per million per day, end the money for the acttcoa 
fayertebiy comes back from Songkong on the third day. 


ONS Mage By ounce OR 
for dnported fmaloly 


tA ae td i ewe wetea Qype aa 


sn eent SEAS 


3Al oss: {Obtainable at Sines Sun Hong, 
“abping Rd.) 


Srand ke Ace nds... 
Phillip Morris (new} CNS 530 Pkg. 
Camel (new) . 30 u 
O1d Gold 370 " 
Danhill (Canada) 330 n 
Marshall - (Qingland) 5LO u 
Abdullah (england) 390 tt 
Chelsea 360 ui 
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CUMCRAL INT 


Article & Brand | 


Nestle's Wilk Powder 
Horlick's Malted Milk 
Quaker Oats ( paper pke) 
Ovaltine 

Del Monte Fruit Cocktail 
Sutter 

Cheese _ 

Coffea CHilits) 


Cleansing Cream 
Skin Re treshener 


PaneCake MakeUp ed 


Syeelash Makeup (refills: 
Society Faee Powder 
Lip Stick 
Rouge 
Colgate ’s Poot tb Paste 


lastie-elass Belt 

- Arrow Shirts 

Silk Stockings (Morley) 
841k Socks {men's} 
Combs. 


Threads "CHAIN" brand a ere 


Ladies" Handbars 


_SHELICAL & INDUSTRIAL GOODS 


Sulphuric Acid) 65% 
Glyeerine { 
Arabic Gum 

Vaseline (Thite) 

Vaseline (Yellow) 

Gaustic Soda 

' Boda Ashes 

Soda Powder 

Shellac 

Wax €Thite) 

4ine Powder 9% 
Cocoamit O11 ¢ Singapore } 
Alecohoi 

Bleaching Powder 

Sacharin (Monsando) 
Gasoline (White ) 

Gasoline (Yellow) 

Amer tear Kes in 
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TANNER U-GCODS | 


«a ete 


now LASS... 


CNS4 000 


whee 
SEOores 


2,000 

=, S00 

7 O00 

1,500 

? et 600 
 500~2, 000 
2 5CO 

eee” 


SCL D dsdu A, Ne OU: 3 


iM SM at 


yea cor? OD0 
50, Coo 
8, cco 
Ly Bons, OCC 
COO. 4, O00 
250-960 
54, 000~ 35,000 


850 
1,700 
AIO 

ACO 

230 
444.000 
34; oco 
ié, CoCo 
220" , COO 
100, COO 
520 
110,000 
135,000 
18,000 
4, oco 
oye 500 
78° 600 
10, 000 


~LOSATICS (Obte ina ble 


Medium S&S 
Medium & 
Mediun 8 
Me diun S 


. 


(Obtainable at all provision 
stores on Taloing Rd.} 


AS DAt 

1 lb. tin 

2. Le Sin 

14 1b. pke. 
8 oz, 

1 ib, 

1 lb, 

cae oe 

T 1Be 

at all foreten goods 


fue f(exeh) 
ize (each) 
ine feach) 
ise feach) 


Medium Sige (each) 
Medium Size (each) 
Nediun Size (each) 
Medium Sive (esch) 


AS 


_(btainable at Ha Kau Po 


and other foreign foods stores) 


Keon 
Bach 


per pair 
per pair 
Hach 
Rach 
Baeh 


per Lb. 
per 1b. 


per 400 lbs, 
per ewt. 
"% 


$6 
per pievi 
per Lb. 
per piecul 
per 100 lbs, 
per ewt. 
per 2 lb. tin 
per 52 gations 
per 52 gallons 


per picul 
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eles 
PAPER. ee TTar 

heticle & Brand ee Pr Lge Unit 

Urapy ine Paper ‘(Ye Llow) ONES 50 per ib. 
Newspaper 42,000 . per rm, 

Sax Paper (White) 128; OGCO |. per rm. 
Wax Payer (Thite) 128; 006 per 16 Lbs. 
Typeur iting Paper 177,000 per rm. 


6. Prawer, Smuggling _. 


The estimated amount of smuggling in ana out of Canton during the 
years 193337 is given in the followinz table: 


fom Outeoing 
GHG 41, 28t, 600, ees 
, 399007 5 000, 1,292,000, 
: , 324,000. 1,203,000, | 
" *19ED 300 , a obt cco! 
: 354,000, ,631,000, 


“neomins contraband included suear, gasoline, piece foods, textiles, 

pinsens, diamonds end other vrecious stones, dyes tnffs and chemicals, 

Uutgolne contraband consisted of welfram, wood of1, lead and raw silk, 
teen WHE PSRSLIY STPTATION CF IGCIANGR UNG PROVING, vublished 


an Canton i vepanese in 1043, quoting the reeord of tha ‘Kuang gtung 
Provanerieal, Benlc,) 


is estimated by the “ing Sun Company that 22 £,000 neonle were en- 
god in smugeline in the Canton aren immediately rnreceding the Pacific 


Although the main routes in use pt tho present time have been covered 
in this report. there arc a owaber of other routes whteh have been 
traditionally used by the Kwan gtune snugeplers and are still used te 
some extent. The completa list of routes having Hongkong es the hub 
328 as Pollowss 


2. bom Hongkong te Canton direct vin sea route. 
CastenmKovloon Railway and Canton Kovloon dig hway 


bh, Srom Hongitong te Chiangnen (113+06,22=24), thence to the inter 
Lor : : x 
ae: = . Fs ra a . “F a 4 % 
| e. irom Songkeng tc Macao and via Shihch'4 (442), Chungshan 
(113-26, 22-22) to Canton. : 


&, rom Kowleon to Tapto via Shaytitung OT @ nals thence to the 
interior snd fest River Areas. obey 


ge. Pron Kowloon te Shataukok (7) if if approximate ly 114-15, 
22~ 40}, through Kueitune(4%. 33, 9 y approximetely 11428 22-35), 
thenee to the interior. 7K “it 


ena feet Pongkong to Pingshan Cuid—22, 22841) and Jenshan (112-59, 
21-9} in Bias Bay 


@. pon hongkong to VYangehiang (11]1-53,21-52). 


- “ron Gongkeng to Kuanghal (i 2-48,21-58) and Chihehi (112-59, 


2 , 
3G 
ae BS 


a s¢eten of these routes: is SiO8 ok 
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